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ABSTRACT ... 

. The' economics of book publishing are' descri^^4^in 
this stud'y "compketed for the National CommisWion r)n Libraries and 
Information ?ci>5nce. Segments of the'*bQok iirdusi^try are compared b 
annual sales and titles published , as is prof itatrilit^ by categor 
of publishing. ^Oper^tiyg statements of major categories are exam^i 
and capital requirements and returns fan investment are ^compared b 
categories. Editorial and royalty posts; majiufacturing costs and 
economics of scale in* hardbound and paperback 
promotion costs^; ^costs of mass salesf and on-d__ 

general and administrative Qosts are 'discussed. Ca teg.aries.,,pf inc 
l^rom/ secondary rights 'a-nd risk factors in pricing iA relatij^on to 
costs and estimated sales are described Special economipVP^oblem 
ndered by returns of unsold books and advances to ^.ul^iors are 



publishing; sales .a 
on-demand rulfillment; a 



eng< 

evaluated, '^iong with advantages and costs' of overseas 
and/'^pitfalls 'facing book publishers in periods of 
chpinge. (Author/PF)' ' 
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Ecbnomics of BqoW Publishing: A Foundation for. the National 
Program. Thi-s study (If compares segments of the book industry 
by 'annual sales *nd titles published; '(2) compares , prof Itability 
by categories of publishing; (3) examines operating statements 
of major categories* (4) compares capital requirements and returns 
on investment by categories; ) describes editorial and royalty . 
costs; (6) 'Compares manufacturing costs and the economics of 
scale in hardbound and paperback publishing; (7) describes "sales 
and promotion costs;, (8) -compares costs <fl mass sales and on-demand 
fulfillment; (9) describes general arid administrative costs; (lU) 
compares categories of ' income ■ from s^ondary rights; .(11) describes 
risk facTor in pribirig in relation td unit costs and estimated sales; 
(12) evaluates special economic problems engeniiered by returns of 
^unsold books and advances to authors; (13) des^bes advantages and 
costs of overseas distributors; and (14) describes pitfalls facing , 
book publisher^^n periods of rapid technological chatige. _ « 

• ' NOVEMBER, 1974-^ ^ 

The views expressed are those of the author(and do not necessari?.y 
reflect the position or policy .of the N^LIS. Though related to the 
Commission's National Program, papers^n- this series are nQ,t an / 
integral part of the National Program Dbcument. 




SconoTUC Charactet^i sties' of the Industry .. Since the end of h^rld V:ar^ 11, V 
the bock industry of 'the Ifnited States has enjoyed steady and healthy •gra^rth. 
In. the past' decade aldne, its dollar sales volume almost dov^led, uncrcas;^ ^ 
from $1.7 billion in 1963 to )3.2 billion in 1973. -The annualizecPgra-Tth rate | 
- for th.c period vras '6.3%. But^ these high-flying figures do not give a true picture,, 
^ for tlie rate of real grovrt±i' ^'.-as far .lower. By applying a proper doljlar-price 
^"^^^^^in^iation" factor, one discovers that the real g^^y^^^hjj^the^^^ade was from $1.7. ^ 
^ billicn to $2.2 billion, ,andti^at the annuaiize<3*Kate ;vas only/2.1%\Y (Th^ factor 
here .QpE^i-ed is 3.7525% per yearT'^iieh is the official U.S. consumed priee ij^"'; . 
flation rate for the decade.) i To pil^it ,am3t5-.er way", of the. $1.5 billion sales 
increase, only'^^r^illion was- reai groyft:h in producti\^ity, while $1 billion re- 
/ suited frcm ^c'c inflation. How deflating is the inflation factor! 



r 



. Dcspit^ its healthy^ rate of Sustained gro\^hJ^, book publishing has reirained 

a r^'tivcly small industry in the sc^lc of Amsrican b'ig-business enterprise. For 

many years , it has, ranked in sales volume far da-m the scale; in fact, down a little 

Icwer tiian pet foods and only slilghtiyabov^ processed peanut products. *By com-. 
' ' '* . 

» r>arison,,the billi4igs of the General ^^otors Corporation in. any go6d montli alone 

in tliis i-eribd v.'ould ccjual the annui^ sa^cs volune of tlic total book industry. 

Table 1 provides a breakdoi^n 'of industry sales for 1973 by the twelve nujor 

catrcjorics of piiblishiinq as rcporteck to t^ic Association of 7\iiKM-iccUi Publishers,. 

Also sfiowii is the r^ifcc of sales increase for each category for tl-ic preceding 

... ■ V- 

, d.jcad:' 1963-1972. . ' . , . . 
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T • ^ , " ^^ciblo V BOOK rJDUgTRY SALI-S BY Ci\TEGORIES - 19*73 . 

(Mxillions of Dollars) - ^ * . 

» . . V ■ ' ■ ■ ( 

* ' > \ " ■ ' 

^ . - ' ^ $ Volume .'V^ % of % Increase 

-.J ^ Category, . ^' 1973 Total 1963-1972^ 

^ ' AduTtTrMe' ■ ' 351 ^ li,0 . 180 ' 

. \ ' Jm^enile \' . f ^ .105 ; ^ 3,4 ' \ ^2 * 

PDligious ' . 123 / 3-9 . 50 

^ ■ ' PrpfessionAt -"^ ^ 403^, . 12,7 : ^129. 

^' BiD6k Clubs ^ 2.62^' 8,2 ^ ' 150 

Mail Order Books 221/ ' 6*9 . "^.A. 

^t^ss-^toket Papert^cks ^ 286 • 8^9 . 190 ^ 

'Uni\>ersity Presses 43 1.3 * 128 ' 

Schxx)! Te>±s ^ . ' ■ \ 5^8 17.2 A " 6a . ' 

, . College Textis ( ^ 39^ . <^ /12,3 .134 

' . f Stai^^^dized Tests - ^ ' 29 * - 108 

Subsdription Reference • ' 262 8-r (27) 

^ . ' ' corrpalpison is ^Aten because the 19'}3 inAi^try sales 

' ^ figures are not exactly- conparable v/ith those of the pre-^ 
^ > ' '(^ing^'ten years. ^ 4 , ^ * 

- • Ihere "Stc no reliable industry statistic-a oU the' end usa-of books pu^-^ 
chased cinnually in the.Uoifa^d States^ "but ^indust^^^!^^^^ roughly ^ 

- * 'that the division in dollar \Nolume is ^^ut equ£il bet^vcjen. educational and non- 



educational uses 



Bov* 



Besides being^'relatively'Sirall, the oook .indus'try is highly fractionated. 
* " . ' ' " . ■ ' ^ ' 

i^^*s Literary Market Place curre;rtlfly lists 999'"fim names, and tfieref" rmast be 

at least that rnany moao of specialized, and local publishers that ar^ not listed * 

»• in that directory. Iliis unusfeal .fractionat&n^ of an industry of modest size has 

^ tliree important economic consequences: (1) keen competition for authors and for 
tlic buyer's dollar, (2) high level^ of prcxjuction and distribution costs, and 
(3) the exi'sterice of a large number of small houses that, v^ile grooving-, must. 
oi:<?rate at., a disadvantageous economy, of sccile. The phenomenon of fractionation 
has ^continued year after year, despite tlie large number of mergers that have 

• ch.aracterized the industry' over the fxist t\';o decades. <fhis is because it still 
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is' possible to make a start' on a shoestring in miny cireas of took pvlblishing. . 

Indeed r it seems that for every rnergei; there are at^east tv/o new firms started / 

each year. In any cas^, the numbeV of houses has increased steadily and rapidly.'. 

Against the 999 firms' that are listed, in the 1974 edition of Literary ^ Market 

Place, only 559 v/ere .listed in the 1954 edition. ' ' ' 

\ \. ' ^ . ' * . ^ ' . ' ^ 

.According to annual statistics compiled by Publishers Weekl^ .^the U.S. book 
industry' p^duced 31,951 new and revised titles in 1973. The totals for 1963 and 
1953 /v;^e 25,874 ^and"^ 12,052 respectively.^ This record" indicates a rati of ihcre4se 
that'alirost matched tkje rate of real gro\^/th in dollar sales .volume. It discloses / 
mother kind of continuous- fractionation that has a^ldaiTpening influence on the , . 

economy of the industry ~ the continuous ^fractionatlon^^of the total market by the 

" * \ ' ■ - • ' - ^ \' 

Icirge number* of new iprodlUcts offered each V^^* , . • - 

% ' ' ' • ^ jr . ( ' ' ^ ' • * ^ 

^ IVhile the incisease in the.numt^r of titles put^lished, annually sterns to indicate 
la thriving industry, it also -E^fe^ints u^ a negative ^economic characteristic . • This ^ 
the productifijfT^very tear of tfhouSB^ds of new products that do not and cannot hav 
the benefit of maMcet testing. .Publishqxs siirply cannot afford to *make any so^ of/ 
market test for m/te than one or tiso^ a hundred of their new books. Their Tarkets 
are too difficult identify,' too ephemeral acid elusive, a^ the profit potentials 
are too small to justify the e^^nse. This Qondition produces a high risk factor, 
\vtiich has .costly consequences for the industry; especially for the noneducational " 
sector. , 



' Sfcill anotJicr economic characteristic that has costly gpnsequ(^riccs- is the in- 

f ' ^ ' 

dustry^s conplex and irratioiiaL marketi|ig ^ystori. r^^st publishers market., their wares 
indirectly through jobber.s, specialty sales agencies, exporters, * and retail book-^ . 
sellers; and directly to libreiries, ^institutions,, and ir)dividuai custtDmers. Para- 
doxically, alirost all firms have many too many ^customers. The larger one3 sell 'to 




as nariy hs 15,000 to 20,000 "traae^ (daaler^^accx)mts, Ld to as n^y individual 
(diroct-by-mail) custoners as-ihey^an find and some manage to \Eiiid a^^^ 
as 100,>:000 to 200,ob4of the latter in a goo^ ye^. Servincf such ^ n^iad of 
customers is costly;, it also caWcs confusion ai^d uhhealthfuX competition in^e ' 
rmrketplace. . What the industry sorely needs is an Effective system for v;holesale- 

-■ ■ . > ' - . ' ' ' 

di^Jxibution of ite product. . v . ^ 

Pro^i4)ility . The profitability of the total" industry can only be estiipated f rom^ ^ . 
what is knowH of the profltibi^Lity of its vlriov^ sogmdnt^Wof the contributiqp/ , 
of each ^-nt.to^ s^les .ccjr^x^site . By this nbthod, 'an estixnate of 5,6% on jpales' _ 
after kxe§ *.oulc^ te - approkima^ly accurate for 1973. This rate is a^ut average for" 
thVoLnicatipns industry. -It is low 1^' comparison with ^ major U.S. industries.' 
For other sbgr^ts of the canmunica^ions industry, the 1973 rates weiei newspapers; ^ 
'10:3%; buSinfessmagazines, 7.1%; broadcasting. 6.5%; consumer mjga^ines, 3%. For ^ \^ 
certain/other mjor industries, they wer^: utili|:ies, -12. 3%;;^^puters and office 
ccruipn^ef 10%; petroleum, 8.2%; chemicals, 7.5%; paper, 6/1%. ■ ' 

.■■me range of profitability aiiong the several seghents of^e i^dust^ is ' 

•quite ;i:de.. currently professional book publishi^^ (scientific, technical, business, 
law," ^e^dW;in'e) is at the top with an^ af^r;^ rate on.sales of 8-9%, v^ile trade-^ 
book publishing and mass-market pap^rbaik punishing ^e.at the bottom with rates of 
4-5%* . The school te>±book segn^t and th^ book clubs/;r^-order/ se^t each ranks ;^ 
near the average tevel with rates of 5-6%. .a,lleg« textbook publishing does a little / 
better with- a rate .of 6-7%.' \J ■ ' ; V' ■ , ' ; " • •. 

AS for ratesvo^ returfi^on invested capital^ depend^l^ industry information ds^ 
very scarce.' Tliis is because nBny firms are w^ry of revealing/their bailee sheet ^ 
f icpiures - and . indeed, mai^y that are o^rati^units Of .^.nglomerates do not have . 
balance sheets of their ov^n! However ,;an .anaL^^^ financial relation- 

ships in 'the major segirents. of the indust^sA as fh^ relationships of.'inven- , 



tories and accounts receivable to net sales and operating profit) can construct ' 
>jrodels which indicate that the .current rate Qf tetum on investment for the average 
profitable firm is within'>the :t:£^,ci^'Of 1^-^%. , 



Capital Rcquir^nents , ' One ^Glps%S&den^t the economic development of the book 
industry has estiinated that in orcjer to grow as^ it did in the 1960s, the industry 
• required an input of jiew coital of $2 billion. Considering its low rates ,of 
" earnings, the industry certaifily was /not capable of plowing 'back anything like that 

much of its ca;sh profits in those yfears. (indeed, mai^ finns verer growing 'so fast 

— --^ ' ' . ' / ' " ^ ' ^ - ■ > ' . 

tJlcit they u'ere unable to throw off any -cash profits at' all.) How, then, was this 

heavy financing requireiient met?/ By classical methods, in most cases: Conpanies 

either -^tent public, or t:hey ne^ed', or ttley were acquired by coii^lc^merat^^r- 

« / ' • • • ^ ■ 

^porafctons (holding coiTpanies)/ th^^: could rs^adily raise the required investment 



poraj^o 



' . * : ■ \' ' - \ 

No matter )^ the new capital resource was- come by, it usually added to the 
financial burden*^ of the operating conpany. Wotking capital had to be borrov/ed at • 
increasingly high rates of interest, and cash profits had^ to be provided for divi- 
dends bi^ tlie paj;ant^l^lding) con^jany. 'Either, ahd sometimes both, of these- re- 

quirerrents pften depressed a conpany 's sustainable growth rate. Naturally, with tRe 

■ " * ■ / . ' 

soaring vof interest rates,- the burdto of borrowed' capital ha^^become xncreasxngly 

*^'hea^/y in recent years. Ax/this partially explains v^y the canmon stocks of so 
many p^obli^hers are currently selling at such low prices. . . ^ ^ 
Pral'ttrm^d .loss Statem^ents. This discussion must be limited by space requirertents 
to a consideration of major incon^ and expense items, .with attentidfT-tW-these items 

^ th£^ have significaf^t variation among the several principal segments of the industry. 
Also, it is limited *td operating figiores only, not taking in^ account such non- ' , 
operating items as interest' e£imed on invested capital, interest paid on loans, -etfc. 
Its' purpose is to provide a quick run-down of the items that appear i« the operating 



-6- 



statements of most 
pub 1 i sher s ' income 



firms, and fhus to give the reader a summary view of the 
receipts, and margins for profit. 



:om 



The complete Profit and'Loss (P & L) statement starts witb Gross Sales, which 
states the value of all 'goods billed and shipped in the period covered: '.(This is the 
^net amount af t^r tl^e allowance of discounts, which can vary from 10% for .highly 
specialized techhlcki and i^ieference books to 50% for iriass-market paperbaeks.) Fro 
this is taken the an|i6unt of Returns of unsold books — usually a figiire that makes the 
publisher groan audibly. The remainder is the amount of Net Sales, from which is 
'^deducted the Cost of 1 Goods Sold, including production cosfs an^ royaX-ty costs. TH§ 
result after this deduct i(^n usually is labeled Gros^"Margin on S^les. All' the / 

♦ \ " , ^ . ■> ■ I ^ 

cudtomary items of operating expense, which w^^il be describedfbelow in some de^ail^r 

' ■ ) ' ^ • — ; / ' . * ' - . / 

are deducted f^pm the amount* of "this margpi to produce^ Net Income from Operations. 

^ After an adjustment for rionoperatling income and expense, and\ after the deduction 

of ' the cost of income taxes '(federal, state, aud local), th)e .Statement is brought 

* V 

dojti to the "bottom line,". wKi/h usually is labeled Net Income. 

- Bv far the Jfergest it>^ in any publisher's profit and loss statement is productipn 
cost. (For ^countingy^rppses, this"l-tem usually i? divided into (1) so-called "plan 
costs/ which include the costs of copyedi-ting, typesetting , proof i;^aJiing , page makeup, 
engravings, ^Ind plate makiug, all of which go into thQ making of .the theoretical 
first copy, and (2) manufacturing costs, principally those of pap.er, presswork, ^nd • 



f 



bindinc^, which are involved only in the replicatio^f^rocess . ) The ratio /of production 
costs \o net sales typically ranges from a high of A0-A4% for tr^de booksi to a low 
of 26-30% fpr prof-essional books. For college texts, the range ±i 28-32%, and for < 



school text;^, 33-37% | 



Royalty costs also have a fairly wide range — between lA-18% of ^net sales^^ f or ) 
college texts; 13-15% for^ trade books; 10-1A% for professional books; ^^-8% for school// 

0 - ' / . 
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texts. The lower rate fq^ professional books* is due largely to jJie fact that a 

" ■ ■ ' ' ' ' . ' j*^' ' 

sizablQi corrponent of this qategozy of igales is t>roduced by handbooks and other 

" ^. ' N 

cx^rtpilations, on which only low editors' royalties are paid. ^(The publisher nearly 
\ . ■ • ' * 

alv;ays pays directly ♦for authors ' contributions . ) The low rate for school texts 

: recognizes-- the fact that the publisher's editor ustiaXly does a large, share of the 

Author's worh in the writing of a basal textbook. ' -v, 

" ' Marketing costs are relatively high in all segtrients 6f the industry^ The 

I 

principal two reasons for this are (1) the large numbers of^ new products that are 
launched each year and (2) the keen conpetition for the purchaser ',s/^llar, es-. 
pe^^lly in textbook jnarkets. Total irarketing costs range ^^^4 a high of 20-24% for 
school book publishing- to a low of 12-l5% fot college publish^Jig. . For trade and pro- 

fessional bookfe, the rates a;re "about 14-18% and 15-19%, respectively. As a rule, ad- 

\ ■ . - ■ ■ , . ^7 

vertising- and prohotion expense runs high in trade and professional t^k publishing 
and low ia educational publishing. ^'Conversely, field sales expense runs high in ed- 
ucational publishing and low in tr^de and professional bdpk publishing. 

* Editorial ey^pen^e is hot a najor item in most P & L accounts. For each sector 
of publishing, the range is^about the .same, from 4% to 7% of net sales. This item, 
'represents only the co^t of acquiring pubj-ishable manuscripts. The cost of copy- ^ 
editing a finished manuscript usually ?is Charged directly to the /'plant*' cost of the 



book, thus becoming a vgart of its production cost. 




Order fulfillirent costs are high for trade publishers, 8-12%, and not so high 
Vor p-\^ other segrrents, around 5-8%. Tlie high cost -of t^ndling iretums of unsold' ^ 
books sorely penalizes both /trade and college publishers, and the latter more so / 
'because norrpally trada books are ^th 03?dered and Returned in smaller quantities. ^ 

' General andN^dministrative costs are much the same for all segments of the 
industry, running quite consistently at about 10-12% of net. sales. 



Tl:j^e 'rqiTains one atlier P & L item which usually appears -down near the « 
"bbttx^m l!bne" acid has /little importance except in trade 'b6ok publishing. If - - ^ 
usually is labeled Other Publishing' Incxjme, and it ^represents income from so-called . - 
secx)ndary ^ublishoiig rights income fran the sale of rights for paperb^k and book"" 

• X * ' ' A' ' A ' ' ' ' ' . • ' 

club reprints, and fOr serialization , translation r dramatization, etc, Such-^incone 
customarily is shared, with aBtoors\ who usually, receajje no less than 50;%. of the ^gross ' 
' aiDount. This incane is highly iit^rtant "to ,trade publishers jDecause, without it, most 
of them wbuld show &n operating loss every yeaur. The only other substantial bene-- 
^f iciaryj of ' this kind of income is the 'Scientific and technicaJL b(3ok publisher, • His 
income fi?om the sale of .translation rights can add as much as three or four percentage 
points' to his operating profit. * - * --^ ^ ^ - ' ' 

The P L accounts of^lxDok clubs^ and mass-market -paperback publishers are^not 

. . .' ' ' • . ■ ■ 

here dealt \fLth because, being laifgely reprinters of published bookstand not having 
any of the major costs of first- publication, they 'are,* by function, really niajt^e&Lng and 
distributing enterprises rather i±an*caTplete publishers • . 



2J 



' . • ^ ' ' ' . ■ , . : . ' • . 

Editorial f^rpense .-' As noted, above, this/it^ of expense usually covers only- ,^ ^ 

' »■ ' ' ' ^' . * ■ ' 

'the costs of procuring publi^^able. manuscripts; tlig salaried" and expense' of 

staff editors and readers; the fees and retainers paid \:o outside reviewers and. . 

consultants; and, occasiqnally, the 'cost of a rewrite of a manuscript by an out- ^ 

^ ■ ■ ■ V ■ ' ^ / ' • \- ' ' . ' ' ' ■ 

side- professioflal^ ' NaturaXly, a Substantial portion of thi^ editorial procure- * 

n^nt expense is non-productive ^ that it iis spent on e^^ldrin^ arid reviewixig pro- 
posals and manuscripts that eure never accepted for puiolicatlon. ^ - 

The ccrnparative cost of editorial expense depends, laj^gely qn whether* manu- 
scripts are reviewed and selected on' the' basip of 'personal, subjective jud^ients 
q& house editors, or on .the. basis of impersonal, objective evaluatior/^M recon- 
mendatioji by outside advisers. Thus it happehs that the -editorial expense of the 
publisher of. professional 'bo©]^s is higher, than that of the trade book publisher.^ 
And it follows, naturally, that the ratio of outside to in-house expense also is ^ 
.much higher: for the fonter. The editorial expense of the college publisher is com- 

*;paratively high^cause he, to&', has to evaluate manuscripts on the basis of objec- 
tive and* professional outside advice. The editorial expense of the school book 

• publi?her is comparatively low because he concentrates on a ^^small number of manu- ^ 
scriptsy and he usually .charges the G>4^se of pe^-fecting each as a part of the 
"plant" cost of the n^fw book. \.. ^ * . 

Pui^lishers ^ften are a^ked why they do not spend iror^* time and effort on the 
editorial perfection, of their books. The dnswef involves several factors! Fipst,- 
as it /i^ with market rq^earch, the 50teni;ial sale and profitability of the average 
individbal titWm^y not justify a high amount of editorial cost. Second, the time 
element usually is important — a bocf^might have to be published for a' seasonal 
market, and the author 'fiearly always, is Drpatient to s^e his book in' print. n:rLrd, 
most authors yesist extensive editorial revision 'of their, manuscripts. The pub- 
lisher has 'to ra,te all these factors in deciding the liirdt of editorial expense for 

^ ^ ,, - * - J ' 
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each b6ak> being avare » in every case that the added value of editorial' pe'rfection 

. . ' ^ 

is his rrpst iitportant obligation to both. the author cind the potential reader-^ 
Royalty Costs , A traditional principle of -book publishing is that t!he. royalty 
payment, should be such that the potential- prof it on a took will be shared egually 
betvv^en^the autlior and the pTublisher. rAnd, contrary to^ popular belief, -it does 
\\Ol:k' oxrt -that way generally. For it is. a fact that almost every reputable pul>- 
l^ishing house .annually pays its autlior^ as much d!: nr)re in foyalties |hanlit,ea!ms 
In operating profit. .Indeed, royalty payrrent? often* are much ^higher than publishing* 
profits, and espec\ally so in tx'ade book'- publishing where ari autlior's earnings, in-' 
eluding iriccte fr<Dm si±)sidiary right ^; can be double or triple tJ^ie amount of the pub- 



lisher's pipfit. 



* " Another traditional principle is 'iJ:iat , the ^ author's royalty is specified ofi a 
sliding scale t^ich effects .a sharing Of* the publishing risk up to a point Where .the 
publisher recovers its out-of~pock^t ^investment atid thereafter makes a profit >Thi\s,,j 

for several 'decades a '^standard'! publishing, contract has specified royalty; payments 

^ - ^ ' • --'^ , ' . . ^ - - W ' 

on a sliding scale of 10% of the list prj.ce. on the first 2,500 copiea^^pold ; 1^ 1/2%.. 

of -the second 2,500 copies, and 15% thereaft^/' This-^'ainrangenHnt assumes that the - 

publisher's breakeven point 'is at or nfear tlie sales JLevel of '5,000 coj^ies. Itir Irany • 

professional books which are ptiblished for limited markets ^d at higher prices the 

breakeven point is assumed ti) be at Sr* near the 3,000 sales mark, ^d the sliding^ 

scale is bas^d on increments of 1>500 copies. Conyersely, for trade book^ that 

usually, Have low'profit margins and high risk factors, the breakeven ;,point is Cfus- 

tomarily taken to bd 107000 coi)ies, and the\slid^g scal^ is based in increments of 

5,000 copies. * ' ^ . ' |: . y '. ■ " ^ 



. In spite of the traditional principles and of the ,stand£a:d n^rms of the 
^industry, the question of royalty rates usually is settled on an individual basis 
of mutual tJTust emd confidence be-dveen the publisher and the., author or the* author !s„ 



agent* It gcxis without saying that gonpetition for the successful author, -or for 

the untried author v^os'e professional corrpetence- is widely recognized, has an 

elevating effect on royalty rates in every area of publishing/* 

Production Costs, "Since only. a .few book publishers have their gwn printing and 
— — ' ' ' • ^ ' * 

binding facilities / most bcJoks are' manufactured by contracted si:pplier^. Usually, 
the smaller houses contract'^e^ their production on a book-lDy-book basis; the ^larger 
ones have long-term contract ^ith their principal suppliers^ — contracts that often 
specify p:^ee rates which a^ protected by escalation clauses, Howe.ver, sane 



publishers do buy the paper for alj their printing^ requirements and supply it to /their 

printers as needed. ^ _ ' * V ^ j 

. - ^ , ^ ■ ' ■ ' f . ■ 

. Because so many hand skills are involved,, book production is a labor-inte^isive ^ 



process ^f ran beginning to end.^ ,0f the total costs o^f prodiicing the average c^se- 
bound book, the components are at^ut 75% for *labor and 25% for materials., IJhere are, 
of course, vatiations in this pattern." For a technical monograph 'requii^ng. a con- 
bination of ^tonotype atnd hand corposition and a printing of only 2, 000. or 3,000 copies^ 
the labqj: corponent caft njun as high as 90%. For a novel requiring Linotype or cold- 
't5pe '^conposition and a printing of 50,009 or 75,000 copies, it can run. as low as 20%- 

In accounting fo'r production costs, th^ ^-customary divisic|T is between "plant" . 
cost and "manufacturing" cost. As noted earlier,' the former is the. cost thAt goes 
for the making of the theoretical first copy." It is the same ^amount no matter 
whether 1,000 or 100,000 copies are to be priijtgd. In arriving at a "unit" (or per 
"copy) cost, the amount of thi^ fixed cost is spread over the quantity o^ the printing. 
Thus it is highly, important in short-run printings and far less iinportant in long-run 
printings.' . ^ M ^ ^ " 

Of i±ie three corponents of "manufacturing" cost ~ paper, pressivork, and binding - 
only the cost of prcsswork varies importaj:itly with the quantity of the v^rinting. Tlie 
per copy cost of-^aper and loiinding is c|lmost the same, no matter hov; lai^ge the print 



order is beyond the first few thousand cx)pies'. • ^ ^ A - ^ 

By putting all the production cost factors together in a tabulation that 
^shows the effect of variables in a wide range of printing qualitities, one can 
perceive how the economy of scale^affects Uie per copy ^^t- Table 2 .is l^siskd ^ 
on,€^tiiTiated current costs of producing a typical 384 page book iii 6" x 9** for- 
irat v/ith Snryth sewn sheets -and hard-dov^ binding. (Estimated costs at Sept- 
^ fert^ber 1, 1974 /Which* had increased by about 12*% in eight months. ) T^e table , " - 
shows, the high unit costs of small printings; also, it discloses how quickly 
the lav/ of^diminishiiig-^eturns sets^^ with respect, to the reduction of such ' 
costs by increased size of printings, lliis phenom^on is the main: reason why 
' first printings are -kept down in size to a level th^t is surprising to rrtSst 
people who are familiar with the eeononics of book pro<?uction: "For exanple,. 
at McGraw-Hill — a large firm with a widely varying list of over 400 new hard- 
bound titles each year — ^ ^the average first printing is currently cibdut 9,000 
copies, while the inedian sxze is about 5,000 copie§. 

1 * 

Another variance in production cost that surprises many people is the slight 

■'^ ' ■ ^ 

difference between the total posts^ of producing a book in hard covers or paper 

"J • ■ - 

covers. The difference i^-^ight because the plant, printing, and paper costs are 
the same no matter what kifid of cover is put on the book. Also, a large part of. 
the cost of the binding process that of folding, ^gathering, and trimming the 
sheets —is the same. Thus it is only the costs of the binding materials, of the 
sGv/ing of sheets, and of the casing-in pr-ocess that can be higher or Iwer. Teible 3 
shows the narrow range of the differences in the total cost of producing the same 
book (the model used in Table 2) in fiye different kinds of binding. 

*^The coTparison betv;een the costs of paperbound and clothbound books is not in- 
tended^to imply a similarly narrow gap between the cost of a clothlDOund original 
edition and tiiat of a typical mass-irarket paperback reprint edition. Rather, it 
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is 'ihtgndod to suggest the cuiswer to an often heard question: "l^Jhy c^ffi^ 

■ ' 

textbooks cincT other kiiids of prof^ssiona^L books be produced 'and sold in very 
cheap paperback editions?'* * ^ ^ 

• Tlie irass-market paperback reprirtt is altogethe^ a diff^ent econauic 
package^/ Its plant cost is alirost nil; the' quality, of its printing and materials 
is Very low; its rrark^t has been vtell established by the original edition, so it 
can be printed in quantities ranging up into hundreds of thousands of copies. / 
shgrt, the econor^^f sc^le ip its production operates on a^very different/ order 
of magnitUiie . 

Mci^rketin^ Costs: , These costs , whictr are next highest to production costs^ can be ^ 
divided into' b^^o irajor dategories: (f) personal* selling costs, including the salaries 

.V ' ( ' . ■ ■ * ■ 

and expense of field sales and sales iranagement- staff;' and (2) advertising and pro- 



motion costs,' including those of space and direct mail cidvertising, of catalogs, of ^ 
publicity and exhibits, and^of free pronotional copies. . . 

J" 

7\s noted earlier, field sales expense runs to high levels in educational pub-^ 
blishing — this, because conpetition for markets is both wide and direct. For a 
la;:ge school/^^^isher with^ a numerous sales staff that gives away free sanple 
copies by the thousands, ^thi^' category of sales expense is usually as high as ^ 
.16-20% of net' sales. \ For a Icirge college publisher,, it can amount to 10-14%. 
These levels ire about tivice as high as those for trade ancFffrofessional bodk 
publishers. . ' 

On the other hand, space advertising is not .a large i4;Gin .of expense, except 

. . I i 

in trade book publishing, where it normally amounts to 5-6%. of net sales annually. 
Most trade book houses budget advertising expense for each new book at 8-10% of the 
anticipate^! net:,sale for the first year. If sales run higher than anticipated,- the^ 
budqet is extended accordingly, if sales do not oorpe up to expectation , the budgeted 

J ^ ' . . 

amount v^iay not be spent. ^ \ 



Direct iMil advertising is an iniportaiit , item expense for only the p\^lishers 
of professional books ciiid oJ^ other high priced books produced, for the special-interest 
reader. Hera it amounts to a large portion of the total marketing c»st, because the 
only way irost individual buyers can be re^^ched effectively is -through special-interest 
mailing lists. It is a costly marketing niechanism.' Given the high cost of selling 
and serving sin.gle-copy orders, a'^publishcr cannot today afford to undertake direct ^ 
mail selling of any book that is priced below $8.00 'or $10.00 

^ " ' / < c 

To date, only a f ev; -publishers of -mass-market books have^ ^x?en able to make TV 
and radio advertising pay off. ^ In most geographic broadcast^areas, thip market for ^ 
books is too thin for successful 'exploitation by these media. Still a .nu5±)er of * 
houses continue to experiment wi^th both ,TV and radio promotion in hbpes of finding 
a better key to inass--market selling. ^ ^ ^ . ' * ' 

Order Fulfilli^ent C osts . The primary items -in this accounts group are the costs 

. . • 

of warehousing, billing, and shipping. Secondary iteris are the costs of customer 

service (canmunications with customers concerning their orders and returns) and of 
handling the returns of unsold books. - ^ - i \ ^ 



The prudent publisher must think of fulfillment- costs in terms of the market 
served, foi: there are wide .variations that;fite directly related to scale of quantities 
shipped. At the low end o)f the scale is the per copy fulfillment cost 'of paperbacks 
that arc shipped to jobbers in quantities of hundreds or thoulsands. At th^ high end 
^ is the professional book that is visually shipped on a single-copy order ^to the ^in- 
dividual buyer. Thus, the publisher in calculating a P & L estimate for a new P & L 
book must apply the actual [X^r copy fulfillment cost rather than a percdnttige cost 
of tlie net price. At the present tiiTXD,this cost varies from about 3C per copy for^ ^ ^ 
mass-market 'paperbacks to as much as 60C pcr'copy for professional books. 

' The publisher who specializes in mail order' bb^ks ha^ relatively- a low per copy 
' fulfillinent cost. This is because a small number of titles are warehoused^ and there 



is a irechanized- system for billing and shipping single copies f rem. prepackaged , 
invuntor^'. ^-Tiy contrast^ the large general publisher or the-jobtxir, v;ho ray war^- 
house' as many as' 10,000 to 100,000 titles^ has an excessively high cost in filling 
the single-copy 'order on a random /on-demand basis. In fact, if the^' single-copy 
order is for a low-priced book, the typical publisher loses money on the sale. 



The high cost of handft.ing returns of unsold/books <is not, as a rule, broker;. 

1 / 



out as a separate item' in publishers' acco&its. I Instead, it is taken as a natural 

part of total shipping and receiving costs. Yet, it is a ivery onerous cost, and . 

apparently publishers prefer not to face its reality in p & L ' statements^, 
m ' 

Almost all houses have ground rules that are, supposed to linut returns, but these 
rules are more often ignored than en forced. The^ result is a high rate of out-cmd-ih 
shipments of inventory that have reached alinost unbelievable levels, in several areas 
of publishing. Tftie highest rate is in mass-marlicet paperback publisj|iing, where .abdut 
43?; af the value of all books shipped out are later credited as returns. Rates in 
other' areas that have steadily increased^ in recent years aire 13% for college books, 

145 for.tr.ade books, emd 12% for professional books. The foregoing -^ifcen targes" are 

♦ * " . • ^ '■ , 

based on gro'^s sales; translated to a net sales basis, they cure paperbacks, 75% ; . 

■ ■ . , ■ ~r ; ^ ■ 

college, 18%; trade 16%; professional 14%. . ^ « 

Publishers have long deplored these high, rates of returns -- one doyen of "the 
industry is said to have remarked ruefully, "It s0ems that muqh of Rjy inventory is 
gone today and here tomorrow'/, " Still ,no one has attenpted to change the system or 
even to account for its cost, hy private and very rough analysis indicates that the 
expense of the double handling of unsWd books is currently between $45 million and ^ 
$50 million amnually. (ITiis is the publis'her's cxjxinse of out-emd-in handling costs 
alone ,^ .not' including carripige charges, which are paid by the customers.) Admittedly, 
it is impossible to formulate even a rough estimate of ho^v many, more books are sold 
by reason of the liberal return allowances. .All that can be said for certain is that 
the present system is almbst-^ univ^^rsally accepted as being a very costly, but necesscu^ 



evij.. lndr(\i, muiiy publishers and must bookseller^ beliofe. Lliat if Lib- 
er«L return priveliges were'^not allowed, the wliole bobf< distribution sys- 
tem vvould collapse overniglit. * ^ ^ , 

General and Administrative Lxpj:?nse> This, graup of accounts (of ten ,Jjibj?ii?d-^ 
Overhead Expense) ' includes: compensation and expense of general office'rs 
and managers rent gnd other real estate expense; a'Qcoiu^ting and data pro- 
cessing; office services; personnel services and empJtayee benefits; social 
eecurity and' property taxes. Tn the P & L' statements of ^most publishers 
tliis category of expense dpes not include sjjc^ corporate income- arid- expens(^> 
items as fees for outside legal and Editing Services, interest paid on> 



loans, income^from investe^capital, and the. li}ce, ^ . . ^ 

Since book publishing is a nonmanu:^ acturing industry and ail^ost all 
its .employees are salaried, the cost , of xempj^oyee compensation and benefits 

^ ' ' ' / ' ' • 

runs higher than .i^ dq,es in most qther indListries. Also, b*ecause almost 
^1 publishers are located in Higli-rent metropolitan areas (concentrated ^ 

the cost of occu- 



Igrgely in New York, B^oston, Philadelphia, and Cliicago) ? 
'p^ncj^ riJns^nusually high. These factors, plus ^the high 



ing ^or myriads of sales and royalty transactions, combine to- push up the 



cost of account - 



industry's general and administrative f^ate to a'*tot^] thpt is. considerably 
higher than that of.^ most other industries. ' I 

gri.cin^ Policy and Practice , b There are several factors that must^be a part 

of any formula for establisliing the list pri^^e of a new book: (5^) tlie fixed 

T ' ' • V 

plant cost; (2) tlie unit cost, wliieli varies with tlie number of copies 

printed; (3) tlio discount at wliicli/tlie book will be sold (oV.^the ;5;^.e;y.a tion- 
sliip between' tlje list and the net price); ('!} tlie royalty cost, wliicli may 
vary with the levels of cumulated sal.es; (5) the estimated per copy cost of 



orclor f ulfilLnunt 5 including the pros^ctivc cost of r^utidling-Tcturns ; 1 

(7) the time iac'tor of inveritory •irurnoj^erj witli wliicli is related the^ 

\ * 

'=eost gf maintaining ^lovs^-selling 'inventory ; (8) t)\e uni\ cost of a re- 

*' • ' • * ' 

-print, v^ich can vary widely wi'th different kinds of boo\<:€ having dif- 
fereuV\sales J^^vels/ 

Irl- addition to these tangible factors, two intaagible ones often 



havr to be considered: (1) the? physical siz^ and appearane^^ the book 

as a consumer package; and (2) the limitation of v>;hat the/proSpective 

■ . . * . • ^ \ ^ - ■ 

coiisLuncr is able or willing to pay. ' v / ' ' 

* T ^ 

J3ook pricing w'^ traditionally a personalized art something, fHat 

was leai^ned largely by trdal-and-error expefrienc^e. ^T^iie pLibljlsher kn^lN/. 

his production costs *and operating expense rates; in sOme, areas heJcnew 

hiS' markets, in others *he li'ad to guess ^lem. From ij|iis k-nowlcdgo he could 

(Jcduge ce^ain rule-of-thumb foi^rQulas ,;for profitable pricing- of various^ 

^ ^ ' r • school p i ' • ' 

kinds of books. he knew that the typicalyi^ textbook had to be^prLced 

, . ■ - ^- ^ 

roughly at three or four tim'es itfe production cost ; and jthat the multi- 

I ! 

pie for a college '^text was foLjr or five;. J^or a trade book five or six; 

for a specialized treTatise or m^il. order book, six, sever;!, or even eight. 

Using these rough formula^, he applied a kind of mental, cal^culus an(^ came 

up with prices ^that ofte^ were taken to be the product of "seat of the 

'pants^' intuition. > ; ' * ^ - ^ 

T-oday, boc(k pricing usually is done in a fa^' more scientif-ie way. 

Most puJjlisliers riow l^avc, Or have access to, computor-* facilities tliat 
^ • A * ?■ 

produce tor each new book a range of ^5^^^ thetical models of profit-and- 

loss results. Therse models provide alternatives for a far more precis.e 

appli cation of tlie publisher/ s judgment vv/hich will ^Iways be,' of - 

coi/rsc, the\most important ingredicint of the pricij^ process. - - . 

Direct cyomptitition in tlie marketplace as an important fxietor in pric- 



in;.; ebrtain kituls oftibooks, notably textbooks, and standard reference 

• •■ ■ ^ . . \ , : . ■ > - . ' 

works si^h as dictionaries, atla'Se^t, almanacs, liandbooks, encycio- 
p'dcUas^ etc.- Tlic"* publisher of sueh books alv^ays k-oeps a sharp- eye on the 
.^prices of direct]^ *eompeti^ivG books., and ,tlfW comparative attention 
operates to keep prices down. In otlieA areas of. publishing v^here poten- 
tial pureliasers. customarily do not j/ake^ selection of one book against 
/ . . . ' " . . ' . d^llai^ 

/ anotlier, ' only gerrera'^l competition for the consumer ' s/is a factor in price 
/ " ^ ■ ^ " •- , - ' 

' determination. ^ . * 

A pccLvLiar pricing^practice that confuses the general puBXic occurs 

.^when ^ new book is p^ublished in both hard-cover 'and papercover editions. 

Cus tom arily a the former is overpriced ' and , the latter is substantially , 

underpriceci^-^ and the publisiier hopes to gain througli ,additiqnal sales 

what is lost on tlie^profit margin of the 'paperjiack edition. Often the 

J^rd-cover editron 1^ produced only to satisfy tlie demand of those librar 
• . i . . ^ ■ ' ' ^ ^ • . 

ies tliat vVdll not buy paperback books. ^ ' 

In panderi'tig the range in prices of different kinds of j^ooksj.one - 

should always keep' in njind the i^act that \here is d v>;ide differeiKe in- 

the publisher's net receipts after deductions from' tlTe list price for 

dealers ' discounts -^nd authors' royalty. The range of the receipt^ after 

such deductions . is from approximately 70% of list jjf'ice for professional 

books to approximately 43;^ for ma^-market pape^^acksl The amc^nt i^, 

in eJffectj the publislier's "take-homo pay'' from the "average sales. Mrrart's- 

actioii. in his parL-,Lcular area of publisliing.^ Naturally., list prices, . • 

^ust reflect tliese 'Variations as well as thos^e in prod'uction dost^ and 

c^pcratirvg expense^?. " V/ * 

export Sales . For the book indus'^ry as a wliole^ export\sales are of 

minor importance in both volume and profitabxli Ly^ Statistical records 



.in^liic arG*a are incomplcLe and Mawed,' but eXperlfs estiniatc "the volurpe 

• • • . . X'^ ' ' / ■ ' i"^- ^ ^ ' 

Lo be ahotil S-G/o 9^ tht total anniiqi<sal6s of the U.S. po(!)k industry. 
However, ej^^port sales are qi-j-ite . iviiport^nt .lift eertaifi s/ibject areas of 
pu]>lisliing-, notably in jeciciice,"!^ tec*}u mediciae, ybusiness admin-, 

istration, and ind^.s^tricfl management o Publishers v^hy speeial^zp in .one 
or more o*^ th^ese areas ean export as mueli as* 20% to "iW^ of tlieir^produet. 
Indeed, au author^itative tre^it^ise or , monograph, in any of them often, sells 
as many eopie.s' abroad as at home. 

Several • adv&rse eonditions mal<:e export selling unattraetive to tlie 
average U.S. publisher. In most foreign eountries, markets are thin, 
saLes eosts ^are high, and purehasing ffawer is lpwi> " (Great Briton, Can- 
/ada,^ Australia, and Japan are exceptions to this rule.) In addi/tion, ' , 
tJne - terms and risks of customer credit ai'e costly, Which is to s^^ that 



compared with domestic Qxperience, oollections taj<e faE^ longer and* 

■ - • ■ \ ■ . / 

loss'cs on defaults are far 4^ighcr. 'Further^ in many^ countries ,tH^e is 
alv\;ays 'the difficult, problem of arranging adequate allowance, of soft— . 
currency excliangc for dollar paymentiD. Faced witli these adverse ^con- 
dition§,' tlie U.S . publisher has to work vei;;y* haird tomake a- satisfactory 
direct profit on export sales. This appears to be the reason- vs/hy most > 
firms are content with their exploitation of ^lome markets. 

The unfavorable conditions tliat depress dii>ect profits on export 
sales 'are mitigated by an advantage that indirectly adds tc^ profit. 
Tl)ls \s tlic ad^tignal profit that results' from large/' printings at lower 
unit costs of speri £rli zed .brooks ~ 7 larger printings that are -made possible 
by tlio addition of export sales to ordinarily limited domestic sales. To* 
ilius^t33fate: If the publislier of a specialtizcd trca-^lrstr^' in science can 
print, say,^ 2,000 copies for export sale in addition to 3,000 copies for 



d'ojiicritte sale' he effects a "sharp ''r^ductrbn in, th^ per-copy producti(jn' cost 

" , " * ' . • . - »> - 

and thus sLQ^stantially increases the margin ^or profit on domestic sales. 

'The result is a "hidden p-rofit, but^ it is nortethel-ess real, and it. serves - 

as anvincentive tq, keep tl^e specialized publisher liustling for' foreign . 

sales. Indeed, <jiSny ,mohogr«phi'c works now produced in tlie Unite'd "States 

could not^G publislripd -f^or dbnipstic markets., alone. Only| the t^'tal, in- 

tertiationei^.m^ket -- *q combination of domestic and foreign/sales 

is sufficietit t© s'us'tain the colts of -publishing the majority of such, 

' ' . V ' I ^ \ ■ 

works in e>ur country foday. • ' . 

Economic Impact of Mew Technolosy/. ; ' Recent technological advances -in 

~Tr * ■ i ' ' ' ' 

printing and .reprography have both helped " and' harmed the -book industry . 
Th^ help has come on the production side, the harm on thq uti,lization 

side. . ' .'^ • ^ . ' ■ ' - 

On the production side, the past two decades have seen a .number of • 
significant improvements iii the machiheri^ and. processes for printing and^ 

binding. Computer- assisted composition has reduced the time and cost , 

■ ' 

factors in producing many kinds of, books, especially those that must be 
t, ■ ' . '4 ^ ■ 

.revised 'and republished periodically, such as directories, handbooks, dic- 

tionaries, encyclopedias, and volumes of statistical ahd ' numerical, data. ^ 
Further, t^e wide employment <)f vastly improved techniques " of photocom- 
position (typesetting on film) has eliminated much of ^ the hand-skill tech- 

nology and cost of traditional hot-rfletal composition. ^And n^^ equipment , 

t- " " ' ' ' > . 

for automatic' plate-making /rom film hcis had the same effect in this 

costly area of production. * ^ - 

' Many advances have been made also in the technology of-presswork and' 



binding., Gif^aatic offset web presses tliat delivei^ fol(^'£}d shee^ts now pro- 
duce buoks nt.' rates of spc^d .and cost reduction thai' owere undreamed of 
thirsty or* forty years aj^o. V)ne of t]\e fhost notable of all improvem'ents 
has cqme irt^the cd^,t and darl*)ility *of adhesive biAclingj wliich. lias not ^ 
ijccMi .as widely cicuc^pte^] and ufecd as it should bo. 

Unf o'rtunately ' f or tlic! average publishers much of the printing 

\\. . , ' ■ - . 

technology can' be applied only to s traiglit^matte^r books that are printed 
'in quantities iOj^OOO copies or more. This mJM|t(ft]iat about 60% of the 
hew boolvs published today do not qualify ("Qr, rat]ier> quantify) for tl^e 
benefits. However 5 . there has been some et^iDnomic gain lit the developme^nt 
of sliort-run offset web presses" that deliver folded signatui^^es and por- 
mit ,very fast plate changes and-low spoilage of paper. Xlie use -of Such 
presses eliminates mucl,v of the slow and cos.tly "make-ready^^ operation that 
was r necessaVy in changing plates on-the old style le/terpress macliines. 
But tiiese new presses can be used to large advantageVorily when several 
books having tlie same format and paper specif icatidaar^n be ''gang prinf- 
ed" in a "^single press run. Therefore, otily the larger liquses are^. able to 
take fuii advantage of the scheduling' requirements of tlaese n?vv;^presses . 

Another area where costs .have been reduced by iplproved tec^iaology 
is the* composition of books that haw:;. high content of numerical * and sym- 
bolic characters, -here typesetting that v\;as traditionally done by a com-^ 
bination 6f Monotype and hand composition is/iiow- done by monofilm, which, 
is ha appli^^ation of Monotype equipment to plioto composition vv/ith^ tilm 
rather than metal: Tliis process has effected 'big savings in the compo- 
sition of domplex mathematical eqUationSj claemical farmulass etc. Still, 
a -good pyt of this, process 5 althougli it is computer assistedh^ must be 

don'e by skilled ^laands . ' - ^ - . 

.In general, it can be said that> altlaough mucli progress lias been made. 



'in several areas of compositioa ar;icl printing technology, there has b^en 
no truly revolutionary d evelopment in recent yeers. And certainly , the . 
advances on tlie whole^iave riot resiultect in lai:ge reductions of produc— ^ ; 
tion Gost^- . ^ ' ^ / - ' ' ^ , 

Some obscfve^-^s of the publishing scene have urged tha>t mone atten- 

♦ - - .* * ^^ 

tion' be givqn to the .practicability of original publishing iTi microgra- 

^phic form by microfilm, microfiche, or microprint. To date,4:his' form 

has 'been*^ successfully empl-oyed only for republication of out-of-print'. ^ 

works --for serials arid large^ volumes .of collected papers and ^^^r multi- ' 

voluirie classics first pL±)lished in book form. Here, the profitable ventures 
> ' ' ' • ■ _ ^ 

. have, b.een. masiive and high-g^^iced packages that are sold by subscription 

in advance ot' publication. A few commercial fipms and two or three uni- 
versdty presses have exper^imented ^^ith microfoi^ publishing -of current, 
• sihcrli^'-volunie works^r-^d the result in nearly every case has been econorii^.C 
failure. This fp^i^re can Be atti-ibuted to several factors: (1) user re- 
si-stance, which is caused largely by the 'fact that effective .ancl moder- ^. 
ately pricked readerC^^^printers have not yet^ b^en perfected ; (2) marketing 
and^ fulfilllnent cd§ts, which are unbearably high in relation to ^cceptable^ 
levels" of sales price; and (3) slow demand" sales of prirvts mad^^ from 
5 m^aster negative? or plate, which are neither immediate enough nor large 
enough in dellar volujnti 4o be attractive/ for entrepreneural investment. 
In short, the -teclinology of the sof tware is 'aclpeptable, but that gf the 
liardware is not, wliilG tlic economrcs -of pricing and of selling-, and dis- 
tribution to the individual customer is impossible. Hut in spite of cur- 
^rent failures, some book publishers still believe that micrographics will 
one day be widely used for several kinds of limited edition wOrks. Cer- 
tainly, continued expcrimentatiorijyith the medium can be expected .\ 



As to thc-harmful impact of the nc^vr reprographic tcclinology, tlie^ 
oorcT question, is wlictlicr, atid by how much^ unauftliorizccl^jincl pgssibly . " 
LinlawfuJ^- plio tocopying of cppyrightcd works 'is reducing book sa'ies* * ^ 
Almost everyone concerned agrees that such copying is extensivi^Ly done. 



butth^ere isjv;Ide dis;ngreeniunt on the extents of its 'iegali ty, and o'f a' 

-its. adverse effect , on the l^ook industry. \. . ' 

• •' »• 

Book publislters 5 • along with most <of their author^^ .are coi^inced ' 

that unrestrained photocopying ha$ for some years reduced the sale,o£ 

several classes of books that lend themselves to copying in part, includ- 
\ \ . r ^ . , , ' 7-^^ ,. , . 

ing anthologies, encyclopedias 5^ dicticunaries , handbooks , statistical re-* 

■ > - ^ ' ■ . 

ports, science monographs, etc, ^ Copyright ownera are especially concerned 

over library photocopying ~- copying of a kind and in an amount that sub- ' 

stitutes -the copied p^rt for the book JLtself and thereby d ecreases/ the 



demand for the original work. They' are also concerned over recently 
J.ncrfeased photocopying that has been made expedient and feasible at bor- ^ 
rowing libraries Joy revVed-up systems for interlibrary loans. here they 
see-an added depi?ession of sales that is the direct consequence of the 
recen^t |^;rowJth of statgtwide and regional library netv\/orks that offer high- 
speed retrieval of bibliographic information plus' remote catalogue access 
and circulation control. These computer-based s^ervices have grea<ly^fac- 
ilitated the borrow- and-copy process, and thus they have made satellite 
libraries far xcss dependent*on their own holdings. The re.sult is an 
extension of lise of tlie original publication in a sysrtem wliere a'' single 
C5^y;nt>w suffices VN^lierc four or five, copies were needed a .few^'years ago 
and whc?re, .it is Eeuocd^ tlm future relationship couid be due to 2U or pO. 
In short, authors and publishers toge tlier, believe tliat. /they are^now 'suf- 
fering increasing economic damage from plio tocopying by, at,' or near the 
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insLO-ar library, and that they will inevitably suffer much more^system- 
aticylly or-;ani/.cd • fcaeili Lies for copying within library networks. 

, t/ the contrary, librarians and certain classes of users of library 
sarvi|cs (notably educators and re^carchGrs) plaim that the extent .of - 
the (jtamagc has been exaggerated in a misleading way . They insist 'that ^ 
they must have more freedom from' copyright restriction, else their profes- 
sional efforts in behalf of progress and the public welfare will be ser- 
iously impeded.- Further, most libra-rians claim that books are copied far 
less frequently' and extensively than periodicals -- which seems to be 
true of research and special -librariis, but not true* of educational and , 
public libraries. In sHort, they either dismiss or heavily-discount the 
publisl)erji' s claim of,- economic dam.age. 

Unfortunately,' '"there is" little -solid evidence to support, either side 

. i| - , - ; . 

of this argument. It is s^^so unfortunate that' the issue is deeply en- 

■» • • ' ■ , , ' ' ^ " , . 

meshed with the effort to revise our gntiquated copyright law-- an effort 

tlfat has gone on in a desultol^y way for pome fi^te^ years. -The situatibn 

cries out for a thorough, factu^' and objective stiidy that wil^ be coKdu- 

* \ ' \ 

cive to more light , and less, heat in the^current cgntroversy . , 

.NOTES AND REFEREN-CES - ' : ' ' v •'T . 

1. Almost the same result would be obtained by, applying reliable industry 
estimates of book-price increases in recent- year's", namely 3-4% anhu- 

. ally. • - . ■ ■' - ,• • ' ' " 

2. " These annual statistical reports' are not reliable E6v historical* com- 

parisons. Tlie' ground rules for ttoeir compilation liave changed from 

■ - . \ ' 

time to "time;" ¥&r example^ reprint and paperback editions werej counted 

as new produc tions. ,f or the first" time in 1970., whicli caused an aber- 
rational increase of 22/0 for the one year alone. ' Fur ther,^ the , system 
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at: .PuJjlishcrs Woc^l^lv £or gatliering industry^ffwidG information^ has^ ■ 

•r I. 

"b^cn improved in recent y^rs. MIcncG> tlie rate? of actual increcise • 

in now book production has not been as high as the Piiblisl^ers " 

Weekly record indicates. • ' ' ^ * 

E. n. BooliTcr. ''IVhat Has Happened to tlie Intellectual Kntrcp^reneurs 

New York, 197U. Coliunbia University Dis tinguislied Leaders Lecture 

■ ' 

Series. ^ ^ 



